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ABSTRACT 

This report describes the 1966 amendments to the 
Fair Labor Standards Act and summarizes the findings of three 1969 
studies of the economic effects of these amendments. The studies 
found that economic growth continued through the third phase of the 
amendments, beginning February 1, 1969, despite increased wage and 
hours restrictions for recently covered workers and an extension of 
coverage to stabler firms. Total nonag ric ul t ura I employment rose in 
28 of 32 months between 1967 and 1969. Price changes in the South, 
where the miriru® wage has had che greatest impact, were not 
significantly different from price changes elsewhere, implying that 
price changes were not due to the minimum wage. The report concludes 
that changes in the minimum wage have not had an adverse effect on 
the economy. (BH) 
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Letter of Transmittal 

Washington, D.C., January 30, 1970 

The Honorable the PRESIDENT OF THE SENATE 

The Honorable the SPEAKER OF THE HOUSE OF REPRESENTATIVES 

Sirs: 

I have the honor to present herewith the January 1970 report 
pertaining to fair labor standards in employments in and affecting 
interstate ocrmerce, as required by section 4(d) of the Fair Labor 
Standards Act of 1938, as amended. 

Respectfully, 
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Report to the 
Ninety-First Congress 
by the 

Secretary of Labor 



The submission of this report coincides with the implementation of the 
fourth phase of the 1966 amendnents to the Fair Labor Standards Act. 1/ 

On February 1, 1970, the minimun wage will go from $1.30 to $1.45 an 
hour for 9.7 million non supervisory employees. For 35.4 million workers 
covered by the Act pri^r to the 1966 amendments and .7 million Federal 
government employees, the minimum wage will remain at $1.60 an hour — the 
level in effect since February 1* 1968. For cne-half million farmworkers, 
the minimum wage will remain at $1.30 an hour. The increase in the 
minim i wage to $1.45 an hour, effective February 1, 1970, will directly 
improve the earnings of an estimated 2.1 million nonfarm workers who 
are currently paid less than that amount. The annual wage bill of the 
newly covered segment will be increased by about half a billion dollars , 
or one percent. 

Section 4(d) of the Fair Labor Standards Act directs the Secretary of 
Labor to submit annually to the Congress a report containing "an 
evaluation and appraisal by the Secretary of the minimum wages estab- 
lished by this Act, together with his recommendations to the Congress. 11 
During the past year, major surveys made for this purpose include nation- 
wide surveys of wages and hours of work in educational institutions and 
non-Federal hospitals, two newly oovered relatively low-wage industries, 
and a comprehensive study of t\ye overtime exemptions currently available 
under the Act handlers and processors of agricultural coroodities . 

The educational institution and non-Federal hospital studies showed 
that employment increased over a period spanning the effective date of 
the $1.30 minirrum. Wage adjustments in educational institutions were 
mostly confined to bringing workers paid below the new rjunimun up to 
the $1.30 level. In hospitals, relatively few workers were earning 
within the $1.30 -$1.35 minimun wage interval one month after the effec- 
tive date of the $1.30 minimun wage. 



The $1.45 minimum wage will require a wage bill increase of 1.0 
percent in educational institutions, somewhat greater than the impact 
of the $1.30 minimum. In hospitals, the estimated 0.3 percent wage 
bill' increase required by the $1.4$ minimun is lower than the 0.4 per- 
cent increase required by the $1.00 minimun. In both industries, the 
highest impact is in the Louth, where wages are generally the lewest. 
Overall, it can be stated that the educational and hospital sector's 



1/ rhis report was prepared in the Office of Research and Legislative 
Analysis, Wage and liour and Public Contracts Divisions uncer the 
direction of Jack I. Karlin. 
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have had little evident difficulty adjusting to the minimun wages 
established by the 1966 amendments. 

The study of the overtime exemptions available to the agricultural 
handling and processing industries indicates the need for re -appraising 
the favored position which has long been given these industries through 
exemption from the 40 -hour maximum workweek standard. It is my recom- 
mendation that the exemptions currently available under sections 7(c), 
7(d), 13(b)(14), (16) anc (16) be phased out. 

One of the major goals of tiiis Administration is to get people off the 
welfare rolls and o.i to payrolls. Once having achieved that, unless 
the worker receives the minimum wage he is more likely to fall back on 
the welfare rolls. Accordingly, tl*e vital and meanir.gf ul role of the 
V.'age and Hour Division continues to be the vigorous and effective 
enforcement of the FLSA to insure that employees receive at their work 
places those rights which the Congress had intended for them. 
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THE 1966 AMENKCNTS TO THE FAIR LABOR 3TANH J*DS ACT - PHASE III 



The tli End phase of the 1966 amendments to the Fa Er Labor Standards Act 
became effective on February 1* 1969. Ihe third phase provided for an 
increase in the minimum wage for newly covered employees from $1.15 to 
$1.30 an hour, lowering the weekly overtime standard from 42 hours to 
40 and lowering the annual dollar volume test for enterprise coverage 
from $500,000 to $250,000. 

For the 35.4 million employees in activities covered by the act prior 
to 1966 , no fui'cher changes in labor standards were required. For 8.9 
million newly covered employees, primarily in retail trade and the 
service industries, the minimum wage was raised 15 cents an hour to 
$1.30, and 1.8 million workers had to be given wage inci'eases which 
amounted to $375 million annually. An additional 1.5 million employees 
in enterprises with gross annual sales of between $250,000 and $500,000, 
for whom effective minimum wage coverage was delayed, also became sub- 
ject to the $1.30 an hour minimum wage in February 1969, and 328,000 of 
them were required to be given wage increases amounting to $130 million. 

On February 1, 1970, when the Federal minimum wage becomes $1.45 an 
hour, 2.1 million nonfarm workers newly covered by th_ 1966 Amendments 
will be required to be given wage increases amounting to $486 million 
annually. Cumulatively, through February 1, 1970, the 1966 Aroenrlments 
have been responsible for over 16 million wage increases amounting to 
$4.4 billion dollars annually. 



EnrO ayment 

There was continued economic growth curing the period covering the 
third phase of the minimum wage and maximum hours standards established 
by the Fair Labor Standards Amendments of 1966 Total employment on 
nonagricu] tural payrolls (seasonally adjusted) rose in 28 out of the 
32 consecutive months between January 1967 and September 1969 . In the 
most recent 12 -month period, employment climbed 3.2 percent, from 68.2 
million in September 1968 to 70.4 million in September 1969. I/nploy- 
ment rose in all major nonagricult oral industry divisions in the 12- 
nonth period between September 1968 and September 1969. In the retail, 
services, and State and local government sec tors ~ -where the minimum 
wage had its greatest impact in 1969, since only newly covered workers 
were slated for Federal minimum wage increases- -employment rose sub- 
stantially. 

While employment of the noninstitutional population continued to show 
moderate strength throughout the first eleven months of 1969, the overall 
unemployment rate (seasonally adjusted) moved up somewhat from the 
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post-Korean low of 3.3 percent recorded in *he December 1968-February 
1969 period. The adjusted rate of unemployment ranged be tween 3.3 and 
3.7 percent between January 1968 and August 1969, rose to 4 percent 
in September when the decline in agricult ural employment more than off- 
set the increase in nonagri cultural employment, and then dropped back 
to 3.4 percent in November 1969. 

Field Reports o n the Effects of the 1966 Ame ndments 

Under the Wage and Hour and Public Contracts Divisions’ research program 
to Treasure the effects of the 1966 amendments to the Fair Labor 
Standards Act, more than 1,000 field employees — engaged generally in 
Wage and Hour investigative activity in over .100 cities in the 50 States 
and Puerto Rioc — were instructed to report to the National Office 
allegations of economic effects due to the amendments. These allegations 
could come from such sources as interviews during investigations, 
periodical or newspaper articles, or telephone calls or visits to Wage 
and Hour area offices. No attempt was made to design a representative 
sample of establishments subject to the new standards. In fact, 
re porting of adverse effects was emphasized, there uy introducing a bias 
in the results. Accordingly, the results of this study are not subject 
to projection and are intended onlv as general indications of the nature 
of business adjustments due to the amendments. 

Uniform reporting procedures were developed to facilitate tabulating 
the adjustments reported. Field employees were instructed to report all 
allegations or comments whether made by employees, employers, trade 
union representatives or business leaders. The reports also included 
adjustments which were planned as well bs those which had teen completed. 
The only limitation on reporting planned or carpleted adjustments was 
that the adjustments had to relate to identifiable establishment s. 
Whenever reports indicated plant closings or employee layoffs, follow- 
up reports were requested to verify such adjustments. 

Between September 1, 1968 and August 30, 19f>9, only 27 reports citing 
30 adjustments — 10 planned and 28 completed — linked to the effects of 
the third phase of the 1966 argentine its to the Fair Labor Standards 
Act were received (Table 1). This represents a sharp decline when 
compared with th? 177 reports noting 372 adjustments received during 
the same period a year ago. 

Most of the activity took place between September 1, 1968 and 
February 78, 1969. In these six months 25 reports covering 34 adjust- 
ments were received. One report with one adjustment was received in 
March and another report with 3 adjustnerts was received in Kay 1969. 

No reports were received in April, June, July, or Aug, us t of 1969. 



Twenty- three of the reports came from establishments located in the 
South and the other 4 reports came from establishments in the midwest. 
The adjustment rmst frequently cited was increased prices. Of 18 such, 
increases, 16 had actually occurred, and two were planned. The second 
highest number of adjustments — five- -involved employee layoffs or 
discharges. None of the three planned layoffs occurred. In fact, 
employment in all three establishments v:as higher at the time of the 
follcw-ups than at the time of the initial report. The two completed 
layoffs involved a total of 3 employees. The follcw-up of the one 
reported closing — a pickup station for a laundry and drycleaning 
establishment which had employed two workers — revealed that the estab- 
lishment had not reopened . 

The paucity of reported adverse affects resulting from the third phase 
of the 1966 amendments to the FLSA is an indication of the ease with 
which adjustments to the new standards were made, 



Prices 



General price changes 

The phase! escalation of the minimum wage provided for in the 1966 
amendments to the FLSA occurred during periods of generally rising 
prices. The upward spiral of prices, however, began in 1966, prior 
to the enactment of the amendments. It would, therefore, be inappro- 
priate to attribute responsibility to the minimum wage for any signif- 
icant movements in overall prices. This rray be shewn by comparing 
price increases in the Consumer Price Index (all items) during the 
first half of 1967, 1968 and 1969--periods which bracket the February 1 
effective dates of the minimum wage increases- -with price movements 
during the same period in 1966 when there was no change in the Federal 
minimum wage. During the January -June 1966 period, when price changes 
could not be attributed to changes in the level of the minimum wage, 
prices rose 1.7 precent, while in the comparable periods in 1967, 

1968 and 1969, the increases were 1.1, 1.9 and 2.8 percent, respec- 
tively, Thus, not until the 1968 period was the price increase in the 
CPI higher than in the comparable period in 1966. The 2.8 percent 
price increase between January and June 1969 is more properly attrib- 
utable to the gv ,eral price surge. It should also be noted that the 
increase in the minimun wage during this period affected only the 
"new" coverage group which comprises a relatively small segment of the 
Nation's work force concentrated largely in retail trade and the 
service industries. 
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The upward movement in wholesale prices was slower than that for 
consumer prices. Between January and June of 1966, the Wholesale Price 
Index increased by 1 percent compared with only 0.1, 1.4 and 2.3 percent 
for the comparable periods in 1967, 1968 and 1969, respectively. The 
price increase for industrial corrmoaities in the first half of 1966 was 
1.4 percent corr pared with the lower increases of 0.2, 0.9 and 1.2 percent 
for the same periods in 1967, 1968 and 1969, respectively. Moreover, the 
1.2 percent increase in 1969 cannot be attributed to the minimum wage 
since the index represents cornrodities produced by a segment of the "old" 
coverage group for which there was no minimum wage increase in 1969. 

Farm products and processed foods prices shewed no movement in the first 
half of 1966 and a slight drop of 0.2 percent in the same period in 1967 
but increased 2.6 and 5.2 percent during the comparable period in 1968 
and 1969, respectively. 



Selected consuner services 



The Wage and Hour and Public Contracts Divisions requested the Bureau of 
Labor Statistics to provide price trend data for seven consumer services, 
on a Sooth and non-South division in order to provide additional infor- 
mation on price changes occurring diring the period in which the first 
three phases of the 1966 amendments were to become effective. Price 
data were c allccted separately for the South because that area was 
expected to experience the greatest impact from changes in the minimum 
wage. 

The seven consumer services selected for study are offered, mainly, by 
establishments newly covered by the 1965 amendments to the Fair Labor 
Standards Act — restaurants, hotels, laundries, and hospitals. Consumer 
price data for the selected services were collected from September 1966 
to September 19 69 --a 3 7 -month period beginning 5 months prior to the 
effective date of the $1.00 minimum wage for newly covered establishments 
and ending 8 months after the effective date of the $1.30 minimum wage. 

Prices for each of the seven consuner services increased significantly 
in both the South and areas outside the South between September 1966 and 
September 1969. Hospital daily service charges exhibited the largest 
increase in both areas — 54 percent in the South and 51 percent in non- 
South areas (Table 2). Flatvork laundering registered a pronounced 
increase of 38 percent in the South while the increase in the non-South 
area was somewhat more moderate, at about 20 percent. Except for hotel 
or motel room rates in both areas and local transit fares in the South, 
the price increases for the other consumer services did not exceed 
20 percent . 
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An examination of price changes between the December before each change 
in the Federal minimum and the March imnediately after such a change, 
from 1966 through 1969, shews that price increases ranged from 0.2 
percent to 3 percent for 4 of the 7 consumer services in both areas — 
slightly over one-half of the price increases were higher in the South 
than in the rest of the Nation. The exceptions to this range were 
hospital daily service charges, local transit fares, and flatwork 
laundering. Insofar as hospital charges are concerned, price advances 
resulted mostly from salary increases to professional and technical 
personnel, increased capital expenditures, more extensive use of 
expensive medical equipment and increased medical supply costs. The 
4.7 percent boost in local transit fares recorded in the South between 
December 1967 and March 1938 appears to have been a case of a single 
large adjustment to make up for the June to December 1967 period of no 
price changes. The increases in laundering flatvork prices in the 
South were 3.6 percent between December 196 7 and March 1968 and 7.9 
percent for the similar period in the following year. Such price 
increases may have been due in part to increases in the minijnum wage 
since wages in laundries have traditionally been among the lowest in 
the economy. It is noteworthy, however, that except for flatwork 
aj J men's shirts laundering, the other selected services exhibited 
seme price increases in other periods which were higher than those 
in the December to March periods. 

The steady upward movement of prices during the period studied re- 
flects a continuation of the rising trend in prices which was in 
motion prior to the enactment of the 196$ amendments. There are 
strong indications that other factors, although possibly not entirely 
excl n sive of minimum wage escalations, were major causes of price 
increases occurring during the period studied. 
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Table 7. Consumer price trends for selected services. South and non-South, specified months 1966 

1907, 1908, and 1969 
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SPECIAL STUDIES 



Four studies were completed during 1969 relating to the effects of 
improved labor standards prescribed by the 1966 amendments to the 
Fair Labor Standards Act. 

Comprehensive surveys were completed in educational institutions and 
non-Federal hospitals, two newly covered relatively low wage industries, 
where minimum wage and overtime protection was extended to nonsuper- 
visory employees public as well as private establishments. The 
survey of educational institutions provides data for two payroll periods — 
one before and one after the effective date of the $1.30 minimum wage 
and 40-hour workweek standard. The hospital survey relates to a period 
shortly after the establishment of the $1.30 minimum and 40-hour workweek. 
Data for a period before coverage was extended to the industry are avail- 
able from an earlier study conducted in July 1966. 

The research package this year also includes the final report on the 
findings in the two-part study of overtime exemptions currently available 
under the Fair Labor Standards Act to agricultural handling and processing 
industries. A partial sunnury of the findings for industries that quali- 
fied for 14 weeks of limited overtime exemption under section 7(c) or 
section 7(d) was included in last year’s 4(d) report to the Congress . 

Short resumes of the more significant findings in these studies are 
presented below. 



E ducational Institutions 
E ffects of the $1.30 minimum wage 
Workers affected 

One out of seven of the 2.1 million ixxisupervisory nonteaching employees 
working in educational institutions in October 1968 was paid below the 
$1.30 minimum wage which became effective on February 1, 1969. One-third 
of all schools had one or more employees paid less than $1.39 an hour 
and these schools employed three -fifths of all non supervisory workers. 

The South accounted for S9 percent of the employees paid less than the 
new minimum even though this region employed less than a third of the 
Nation's non supervisory work force. The workers affected were largely 
concentrated in nonmetropolitan areas which accounted for 63 percent of 
these employees but only one-third of all non supervisory personnel. 
Seventy-seven percent of the employees paid under' $1. 30 an hour worked 
in pub Id ; schools although a greater proportion of the non supervisory 
work force in private schools required pay raises. Elementary and 
secondary schools employed three-fifths of all nonsupervisory employees, 



but a larger number of the workers affected were employed by institutions 
of higher learning. Tabulations for selected occupations show that the 
greatest nuiiber of ncnsupervisory employees requiring wage increases 
fell into the residual category which included such occupations as 
practical nurses, teacher f s aides, and salaried student aides. 



Wage bill increases required by the $1.30 minimum wage 

Naticnwide, 68 percent of all schools which employed 39 percent of all 
non supervisory employees did not have to raise the wages of any of 
their non supervisory employees to comply with the new minimun wage. The 
average weekly wage bill increase for all schools was 0.6 percent. 
Schools in the South experienced the largest wage bill increase — 1.4 
percent — while the wage bill rose by 0.5 percent for schools in the 
North Central region and by 0.1 percent in the Northeast and the West. 



Employment changes 

Employment for the nonsupervisoiy personnel in educational institutions 
showed a moderate increase of 3 percent between the October 1968 and 
March 1969 survey periods. The employment gains were highest in the 
Northeas t - -4 . 8 percent — and lowest in the West — 2,4 percent. Employment 
in the South, the area of greatest impact of the new minimun, increased 
2.5 percent. By area and type of school, the categories with the 
greatest concentration of non supervisory employees also experienced the 
largest percent increases in employment . They include metropolitan 
areas, public schools, and elementary and secondary schools. 



Cha nges in the wage stru ct ure 

Tie wage adjustments occurring between October 1968 and March 1969 were 
almost entirely limited to bringing the workers paio below the new mini- 
mum up to the $1.30 an hour v.age level. Nationwide, the proportion of 
nc-nsupervisory employees paid less than $1.30 an hour decreased by 13 
percentage points while the proportion in the 5 -cent wage interval just 
above this level increased by 11 percentage points. As a result, 
average hourly earnings increased only 4 cents from S2.20 an hour to 
$2.24. This pattern prevailed in the four regions, in metropolitan end 
nennetropolitan areas, in the various types cf schools and in the 
selected occupations . 
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Changes in hours worked 

Between October 1968 and March 1969, average weekly hours of work 
changed most for employees at both ends of the distrihution--those 
working under 15 hours a week and those working over 40 hour's per week. 

The proportion of employees working less than 15 hours per week increased 
by 4 percent. Although the number of employees working more than 40 hours 
per week decreased 16 percent, the average number of overtime hours worked 
per week remained unchanged at .6 hours. Between October 1968 and 
March 1969, average weekly hours decreased from 27.5 to 27.0. 

A comparison of the change in aggregate hours worked by average hourly 
earnings and weekly hours of work for the South and the non-South shews 
that both these areas experienced declines in aggregate hours worked 
by employees on long workweeks (over 40 hours) in all wage intervals. 
Aggregate hours also declined for workweeks of between 35 and 40 hours 
for employees paid )ess than $1.45 an hour in both areas. 



Chan ges in matched school units 

Separate tabulations we^ prepared for 34,500 schools that provided 
data for both survey p \Is--0ctober 1968 and March 1969. In 23,400 
of these schools, none v 1 the enployees were paid less than the new 
minimum wage. The remaining 11,100 had at least one employee paid 
fcelcw the $1.30 minimum wage. These schools were distributed according 
to whether they experienced a lav, medium, or high wage bill increase 
to comply with the $1.30 minimum wage to determine the relative effects 
of the wage bill increase on wage structure, employment and hours 
worked. In all three groups, changes in che wage structure were, by 
and large, limited to bringing the wages of workers paid below the new 
minimum up to the $1.30 an hour wage level. Employment increased in al] 
three in pact groups, but the largest proportionate increase occurred in 
the high impact schools , second only to the no impact group. The pro- 
portion of employees paid less than $1.45 an hour decreased less and 
the proportions of employees paid $1.60 or more per hour increased 
core in schools which experienced a high wage impact than in those 
with medium and low wage bill impact. 



Implications of the $1.45 minimum wage effective February 1, 1970 

Based on the wage data for the March 1969 survey week, 522,000 
employees or about one -fourth of the werk force will require a wage 
increase to meet the $1.45 an hour minimum wage which will become 
effective on February 1, 1970. Oho new minimum wage is 
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expected to have a somewhat greater impact than the. $1.30 an hour 
minimum wage. The wage bill increase for all schools required by the 
$1.45 minimum wage will be 1.0 percent. Schools in the South 
which employed over half of the nonsupervisory employees paid less 
than $1.45 an hour in March 1969 will have to raise their weekly wage 
bill by 2.3 percent to comply with the new minimum wage. Half of the 
Nation's schools employing one quarter of the nonsupervisory work 
force will not have to raise the wages of any of their employees to 
comply with the $].45 Federal minimum wage. 



Supplementary pay provisions {-larch 1969 

Since supplementary pay provisions for "fringe benefits" represent an 
important part of a worker's total compensation, data were collected on 
the degree to which these benefits were made available to workers in 
four occupational groups — office clerical, food service, custodial, 
and skilled maintenance employees. A sizeable proportion of these 
employees worked in educational institutions with premium overtime pay 
provisions which exceeded the standards established under the FLSA. 

Paid holidays were extended to 9 out of 10 office clerical, custodial, 
and skilled maintenance employees and to six-tenths of all food service 
workers. Most n or i supervisory employees were also granted paid vacations. 
Sick leave, retirement pensions, hospitalization insurance, and surgical 
insurance were the most frequently provided fringe benefits. 



Uraonization 

A relatively small proportion of the nonsupervisory non teaching employees 
in schools were covered by collective bargaining agreements. 



Nor.-Foderal Ho spital s 
Effects of the $1.30 miniimm wa ge 
Wage changes 

Adjustment to the $1.30 Federal minbmirr 1 wage was evidently eased by a 
combination of many interrelated factors such as increases in State 
min imm wage rates, collective bargaining, manpower shortages, and the 
general increases in wages and salaries over the 1966-1969 period. 

In July 1966, 2 years and 7 months before the $1.30 an hour Federal 
minimum wage rate became effective on February 1, 1969, 19 percent of 
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the nonsupervisory employees in non-Federal hospitals **ere paid less 
than $1.30 an hour. In March 1969, virtually all nonsupervisory 
employees in non-Federal hospitals were paid at least $1.30 an hour, 
one month after that Federal minimum became effective. 

Only 7 percent of the nonsupervisory employees in the South were paid 
within 5 cents of the legal rate, or between $1,30 and $1.35 an hour, 
in March 1969, while the proportion was 2 percent in the North Central 
and Western regions and less than one-half of one percent in the Northeast. 

Moreover, employers were already paying all but 12 percent of the 
employees $1.60 an hour or more in March 1969, nearly two years before 
the $1.60 Federal minimum is scheduled to go into effect. Even in the 
region of greatest impact- -the South — there was a 13 percentage -point 
increase between 1966 and 1969 in the number of nonsupervisory employees 
earning between $1.60 and $2.00 an hour. 



E mployment changes 

Nonsupervisory employment increased by ona-sixth between July 1966 ard 
March 1969. Employment increased in each of the four regions surveyed, 
with the largest increase (21 percent) in that x'egion where the impact 
was greatest — the South. Nationwide, employment increased by one-fourth 
in nongovernment hospitals, which accounted for seven-tenths of the 
industry employment in March 1969, and remained about the same in State 
and local government hospitals. 



Effects of the 40 -hour workweek s t andard 

The average workweek declined from 3 7 . 1 hours in the survey week in 
July 1966 to 35.5 hour's in March 1969. The decrease reflects the 
combined effects of reductions in the maximtm workweek standard from 
44 hours effective February 1, 1967, to 42 hours effective February 1, 
1968, and finally to 40 hours effective February 1, 1969, the increased 
use of part-time workers , and the general downward trend in average 
weekly hours of all private nonagri cultural employees. In nongovernment 
hospitals the proportion of employees working more than 40 hours a week 
dropped from 16 percent in 1966 to 11 percent in 1969; the preportion in 
State and local government hospitals declined only slightly during the 
same time period. 

Employment gains more than compensated for general workweek reductions 
and the total number of man -hours worked by nen - Fed era 1 hospital employees 
increased 11 percent between 1966 and 1969. 
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Prevalence o f the 14 -day work sc he dule 



The 1966 amendments to the FLSA provided a special exemption for 
hospital employees who may be compensated for their overtime, pursuant 
to prior agreement, on the basis of a 14-day work period at not less 
than one and one-half times the regular rate for all hours worked 
beyond 8 hours in any workday and after 80 hours in the 14 -day work 
period. Over one-third of the non-Federal hospitals reported that they 
utilized the 14 -day work schedule for some employees in March 1969. 

The 14 -day work schedule was more prevalent in private than in public 
hospitals. Registered nurses ana professional and technical employees 
were more likely to receive overtime premium pay on this basis than 
office clerical or other nonprofessional employees. In hospitals 
using the plan, nine-tenths of all full- tine employees were nonsuper- 
visoiy employees on a 14 -day work schedule. 



Implications of the $1.45 minimum to become effective Febru ary 1, 1970 

On February 1, 1970, the Federal minimum wage for employees in non- 
Federal hospitals goes to $1.45 an hour. Based on the Marcn 1969 wage 
distribution, the wages of about 137,000 employees, or 7 percent of 
the non supervisory work force, will be required to be raised to meet 
the new minimun. It is estimated that a 0.3 percent increase in the 
weekly wage hill will be required to raise the wages of non supervisory 
employees in non-Federal hospitals paid less than $1.45 an hour to that 
amount. Inasmuch as these estimates make no allowance for the value 
of perquisites or for changes in the wage structure in the ten and 
one-half month interval between March 1969 and February 1, 1970, they 
tend to overstate the magnitude of the cost. The estimated 0.3 percent 
wage bill increase is lower than the 0.4 percent increase required by 
the initial $1.00 an hour minimum which became effective on February 1, 
1967. 

In the South, where two-thirds of the employees earning less tl'ian $1.4 5 
an hour were employed, the required wage bill increase to raise the 
wages of the 89,000 employees to that rate will amount to 0.8 percent, 
less than half of the 1.8 percent required by the initial $1.00 minimum 
in February 1967. 

The minimum wage applicable to all newly covered employees is scheduled 
to go to $1.60 on February 1, 1971. Based on the March 1969 wage 
structure for non-Federal hospitals, and assuming no wage changes 
between that period and February 1, 1971, the $1.60 an hour Federal 
mininim. wage will require an 0.8 percent increase in the weekly wag^ 
bill of the industry to bring the wages of all workers paid less thv i 
$1.60 an hour to that level. In the South, the required wage bill 
increase will be 2.3 percent. These are cumulative estimates and 
include the cost of bringing the wages of lev-paid employees up t. the 
$1.45 minima on February 1, 1970. 
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S upplementary wage benefits 

Three out of 10 employees worked in non-Federal hospitals in March 1969 
with formal premium pay provisions for daily or weekly overtime hours 
worked which exceeded the minimum standards required under the Fair 
Labor Standards Act. 

Fringe benefits such as paid holidays, paid vacations, and health, 
insurance, and pension plans were almost universally provided in both 
nongovernment and State and local government hospitals. 

The practice of furnishing perquisites was not prevalent in non-Federal 
hospitals — only a fifth of the kitchen helpers were furnished meals and 
only a very small proportion of the workers in the six occupational 
groups for which separate data were collected were provided lodging. 



Agricultural Handling and Processing Industries 

The Fair Labor Standards Act currently provides a 14-week partial over- 
time exemption for agricultural handling ana processing industries which 
have been found by the Secretary of Labor to be of a seasonal nature or 
characterized by marked annually recurring seasonal peaks of operation 
at places of first marketing or first processing of agricultural or 
horticultural commodities from farms within the meaning of section 7(c) 
or section 7(d) of the Act. If both sections 7(c) and 7(d) apply, 
the exemption period is limited to 20 workweeks , 10 weeks under each 
exemption. The exemptions are partial in that they are for limited 
periods of time and during exempt workweeks employees must be paid 
not less than one and one-half times their regular rate for dai iy 
hours worked in excess of 10 or for weekly hours worked in excess of 
50 (section 7(c)) or 48 (section 7(d)). 

A study of agricultural handling and processing industries was 
conducted to provide data useful in ascertaining the relative importance 
of the partial overture exemption under section 7(c) and/or section 7(d'' 
of the Fair Labor Standards Act and in assessing the relevance of selected 
factors which are often used to justify the continuance of these exemp- 
tions, Becciuse of the complexity of the survey procedure, the study 
was done in two parts. The first part related to eight industries quali- 
fying for 14 weeks of partial overtime exe ption under section 7(c) or 
section 7(d) of the Act. The second part provided separate data for 
the four segments of the fresh fruit and vegetable industry and the four 
sugar cane processing areas --Louisiana, Florida, Hawaii and Puerto Rico. 
All industries included in the second part except sugar cane processing 
in I/xiisiana and Hawaii qualify for exemption under both sections 7(c) 
and 7(d). Sugar cane processors in Louisiana may claim exemption under 
section 7(c) only and those in Hawaii may not claim exemption under 
either section 7(c) or 7(d). 



The survey data are also useful in evaluating the year-round exemptions 
available under sections 13(b) (14), (15) and (16) of the FLSA. The 
first of these is applicable to employees of small country elevators 
located within the area of production and the second, to employees 
engaged in ginning cotton for market in establishments located in 
com ties where cotton is grown in commercial quantities, or in the 
processing of sugar beets, sugar-beet molasses and sugar cane into 
sugar. Section 13(b) (16) applies to employees engaged in certain 
transportation activities in the fresh fruit and vegetable industries. 



Findings and recormendat ions 

The survey findings clearly indicate that consideration should be given 
to the phasing out of the overtime exemptions currently available 
to the agricultural handling and processing industries under sections 
7(c) and 7(d) of the Fair Labor Standards Act, even though this would 
affect a significant proportion of man-hours in two of the industries 
studied. Although focusing primarily on sections 7(c) and 7(d) of the 
Act, the survey data also indicate that there is no sound basis for the 
continuation of the year-round exenptions available under sections 
13(b)(14), (15), and (16) of the Act nor for the overlap that presently 
exists between the exemptions under sections 7(c) and/or 7(d) and 
those under section 13(b). 

The favored position held for three decades by agricultural handlers 
and processors because of full and partial exemption from the 40-hour 
weekly overtime standard applicable to mos^ industries covered by the 
FLSA needs reexamination: 

1. Existing exemptions are not fully utilized. The degree of 
utilization, however, varied among the industries studied — it 
was narked ly higher in two of the industries than in the rest. 

2. Many establishments are presently paying premium rates of 
not less than one and one -half times the regular rate for hours 
worked in excess of 40 a week. Consequently, the continued 
existence of seasonal variations or the prevalence of long 
employee workweeks is not necessarily a conclusive indicator of 
tbe need for an overtime exemption. 

3. Ihder the current exemptions provisions, some industries 
that qualify for 20 weeks of exemption under sections 7(c) and 
7(d) appear to be less seasonal than other's that qualify for 
only 14 weeks of exemption either under section 7(c) or section 
7(d). 
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4. A universal 40-hour workweek standard would remove intra- 
industry inequities which currently exist for employers who 
pay premium rates for hours over 40 because such rates are 
required in labor-management agreements, or to maintain a 
competitive position in a specific labor market area, or simply 
because they believe in fair labor standards. 

5. The use of second and third shifts could be increased in 
seme industries. This is one adjustment that could be made to 
ease the pressure of intensive deliveries of raw materials in 
relatively short periods of time while at the same time 
reducing the need for employee workweeks in excess of 40 hours. 

6. In some of the agricultural processing industries, the 
processing period has been lengthened as a result of technolog- 
ical advances in methods of extending the storage life of 
perishable products through temporary treatment such as fast 
freezing, cold storing, w*. hng and the use of chemicals. 

Control over the length <>i the processing season is also 
exerted through the grower -processor contract which often 
permits the processor to specify the precise time for planting, 
harvesting and delivery. 

7 . There was a sharp drop in man-hours over 40 a week during 
the periods the exemptions were most likely to be claimed. 

The drop in man-hours over 40 a week generally occurred 
before the expiration of the exemption period. Thus, over 
the exemption period presently provided — 14 weeks or 20 weeks- - 
the exemptions declined in importance to handlers and processors 
as nan-hours over 40 a week diminished* This indicates that 
a gradual annual cut back in the length of the exemption period 
would provide for orderly adjustment to the standard applied in 
other industries 30 years ago. 
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COVERAGE UNDER THE FAIR LABOR STANDARDS ACT - FEBRUARY 1, 1970 



E mployee Cov erag e 
Hijiimum wage 

As of February 1, 1970, it is estimated that 46.3 million non supervisory 
employees are covered by the laininrjri wage provisions of the Fair Labor 
Standards Act. Of this number, 3.1 million are Federal, State and local 
government employees and the remainder is in the private sector. 

Of the 46.3 million workers subject to the minimum wage provisions of 
the Act, 36.1 million are required to be paid at least $1.60 an hour. 

For the remaining 10.2 million employees, the wage rate for 9.7 million 
ncnfann employees is $1.45 an hour and for one-naif million farm workers 
it is $1.30 an hour. 

Approximately 16.5 million nonsupervisory workers are not covered by the 
Fair Labor Standards Act. Government employees account for 4.7 million 
of these nonoovened workers, The remaining ].1.8 million in the private 
sector include 6.6 million employees in snail retail and service estab- 
lishments, over a half million workers on arl but the largest farms and 
over 2 million dcrestics. 

State ninimirn wage lav/s or orders establish minimum wage standards for 
sane of the workers outside the protection of the Federal statute. Of 
the 11.8 million private nonsupervisory vjorkers not protected by the Fair 
Labor Standards Act, however, 7.7 million are not protected by State 
statutes either (Tables 3 and 4), 

The extension of coverage incorporated in the 1966 amendments to the Fair 
l^alor Standards Act was relative ly more important for Negroes and other 
races than for whites and for women thin for men. Prior to the 1966 
amendments, only half of Negro and other races nonsupervisoiy workers in 
the private sector were covered; now the propoition is almost two- thirds. 
For wom?n, the proportion was slightly more than half beiore the amend- 
ments; now t«K 2 proportion is almost three-quarters. In the case of 
female Negro and other races, however, there is still a high proportion 
of workers wtro have no wage protection as neither' the Federal statute 
nor most State statutes extend coverage to dare sties (Table 5). 

In Puerto Rioo minimun wage coverage unaer the Fair Uabor Standards Act 
comprises 78 percent of total nonsupervisory workers in tire private 
sector, approximately the sane proportion as in the States. However , the 
distribution of covered employees by industry is quite different. In 
Puerto Rioo, agriculture accounts for 12 percent of an coverage. The 
Carronw’ealth minimm wage law covers about four- firths of those not 
covered by the Fair Labor Standards Act (Table 6). 
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Overtime coverage 

Approximately 40.2 million workers are subject to the overtime provisions 
of the Fair Labor Standards Act. This is 6 million less than the number 
afforded nuj imum wage protection. Included in this count of 6 million 
are some seasonal workers to whom overtime standards apply for part of 
their work year, week or day (Tables 7 and 8). 

Establishment Coverage 



Their are approximately i .9 million establishments employing workers 
subject to the minimum wage provisions of the Fair Labor Standards Act. 
Included in this nun be r are 617,000 establishments which were brought 
within the scope of the Act by the 1966 amendments (Table 9). 

Wage Chan ges Required on February 1, 1970 

On February l, 1970, wage increases will be required for 2.1 million 
ncnf arm workers in new. / covered activities brought under the Fair Labor 
Standards Act by the 1966 amencfrnents. Raises will be granted to about a 
fifth of all newly covered nonfarm workers who are currently being paid 
less than $1.45 an hour. 

To raise the wages of the 2.1 million workers paid less than $1.46 an 
hour to that level will require an increase of about half a billion 
dollars in the annual wage bill. This represents an increase of one per- 
cent in the wage bill of the newly covered segment (Table 10). 




22 

?A 



Table 3 - Estimates of the status of non supervisory employees under the minimum v&ge provisions 
of the Fair Labor Standards Act and under State minimum wage lavs and orders y by 
industry, as of February 1, 1970 a / 
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Table 3 . Estimates of the status of non supervisory employees under the minimum va^e provisions 
of the Fair Labor Standards Act and under State minimum wage lavs and orders, by 
industry, as of February 1, 1970 a/ (Concluded) 
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Table U. Estimates of the status of non supervisory employees under the minimum va^ e provisions 
of the Fair Labor Standards Act and unde^ State minimum wage lavs and orders, by State 
as of February 1, 1970 a / (Continued) 

(in thousands) 
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Table 7 . Estimates of the status of nonsupcrvisory employees under the overtime compensation 
provisions of the Fair Labor Standards Act and State laws, by industry, as of 
February 1, 1170 a / (Concluded) 
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Table 8 . Estimates of the status of nenaupervisory employees under the overtime compensation 
provisions of the Fair Labor Standards Act and State lavs, by State, as of 
February 1 , 1570 a / 
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Table 8. Estimates of the status of nonsupervisory employees under the overtime compensation 
provisions of the Fair Labor Standards Act and State lavs, by State, as of 
February 1, 1970 a / (Continued) 

(in thousands) 
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Table 8- Estimates of the status of non supervisory employees under the overtime compensation 
provisions of the Fair Labor Standards Act and State lavs, by State, as of 
February 1, 1970 a/ (Continued) 
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Table 3, Estimates or the status of non supervisory employees under the overtime compensation 
provisions of the Fair Labor Standards Act and State laws, by State, as of 
February 1, 1570 a/ (Concluded) 
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Table 9« Estimated number of establishment;; with nonsupervisory 
employees subject to the minimum wage provisions of 
the fair Labor Standards Act by industry, as of 
February 1, 1970 a/ 

(in thousands] 



Industry 


Total 


Number covered 
prior to the 
1966 amendments 


Number covered 
by the 1966 
amendments 


United States 


1 ,900 . 8 


1,263.7 


637. 1 


Agriculture, forestry 
and fisheries 


32.1 


. 1 


32.0 


Mining 


22.8 


22.fi 


- 


Contract construction 


311.8 


121.6 


190.2 


Manufacturing 


2S0.6 


249.6 


1.0 


Transportation, communi- 
cations, utilities 


150.5 


148.7 


1.8 


Wholesale trade 


295 . 4 


290.7 


4.7 


Retail trade 


232.8 


93.6 


139.2 


Finance, insurance, real 
est ate 


182.7 


182.7 


- 


Servi ce J 


304.4 


153.9 


150.5 


State and local government 
agencies b/ 


117.7 


- 


117.7 



a/ Estimates are based on est abl ishment and employment data for 1969. Excluded 
from the data are U. S, government agencies. 



W Each hosiptal, nursing home, school, institution of higher education, public- 
ly owned local transit corporation and each related central administrative 
function was given a single agency count. 



Wage and Hour and TuMic Contracts Divisions 
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Table 10. Estimated number of employees covered by the FISA, prior to the 1966 amendments and employees 
added to coverage on February 1, 1967 and February 1, 1969 by the 1966 amendments and. amount 
and percent increase in 'wage bills required to raise employees earning less than the 
applicable minimum rate to that rate on February 1, 1970 
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and Hour and Public Contracts Divisions 



